The promotion of an inclusive financial system is a policy priority in many countries and so is the case in India. 
I. INTRODUCTION
Financial inclusion can play very important role in the growth and development of every country. Financial services are the backbone of every country. Financial inclusion means connecting people with financial services at affordable cost and using this service regularly. As defined by RBI 'Financial Inclusion is the process of ensuring access to appropriate financial products and services needed by vulnerable groups such as weaker sections and low income groups at an affordable cost in a fair and transparent manner by mainstream Institutional players'.
Financial Inclusion includes many institutions like banks, self-help groups, LIC, post offices and micro finance institutions etc. But the present study has taken only financial inclusion through banking. Banking includes savings, loans, credit payment, number of offices and ATM etc. but only three determinants have been taken in the present study to show the state-wise financial inclusiveness i.e. number of offices, total amount that includes deposit and credit amount, total account includes deposit and credit account.
II. OBJECTIVES OF THE STUDY •
To construct a composite index of financial inclusion in India at state level.
• To find out the extent of improvement of financial inclusion in India by comparing status of financial inclusion of 2001 and 2014.
III. METHODOLOGY AND DATA DESCRIPTION
The methodology employed in the present work is twofold. First is construction of an index of financial inclusion. In the first stage indices of various dimensions are constructed like (c 1 ),(c 2 ) and(c 3 ), and in the second stage these indices are aggregated to give a composite index of financial inclusion.
Construction of Index of Financial Inclusion (IFI)
Since banks are the gateway to the most basic form of financial services, it is only the extent of accessibility, availability and usability of banking services that has been treated as equivalent to financial inclusion for the purpose of present work.
In the present context, the study consider three basic components of an inclusive financial system, namely, availability of the banking services (c 1 ), banking penetration (c 2 ) and usage of banking system (c 3 ). These components are largely motivated by availability of relevant and consisting data for a large number of states in order to compute a comparable IFI.
Concerning availability of banking services, in an inclusive financial system banking services should be easily available to the users. Thus availability of banking services can be indicated to the number of offices per ten thousand populations.
Regarding banking penetration, an inclusive financial system should have as many users as possible, that is, an inclusive financial system should penetrate widely amongst its users. The size of the 'banked' population, for example the proportion of people having a bank account is a measure of the banking penetration ISSN: 2393 -9125 www.internationaljournalssrg.org Page 2 of system. Thus, if every person in an economy has a bank account then the value of this measure would be 1. However, data on the number of the 'banked' people is not readily available and the absence of such data, we use no. of bank accounts of proportion to total population as an indicator of financial inclusion and so on. The data has been presented in ten thousand population to avoid the biasedness due to the different geographical areas and population of all states.
The study has provided the following weights-1 for the index of banking penetration, availability of banking services and usages. In these three dimensions 0 will indicate the worst situation (complete financial exclusion) and 1 will indicate the best or ideal situation (complete financial inclusion) in the present index. In formula, the numerator of the second expression is the Euclidean distance of c = (c 1 , c 2 , c 3 ) from the ideal point w = (w 1 , w 2 , w 3 ), normalizing it by the denominator and subtracting from 1 gives the inverse normalized distance. The normalization is done in order to make the value lie between 0 and 1 and the inverse distance is considered so that higher value of the IFI corresponds to higher financial inclusion.
For simplification, if we consider all dimensions to be equally important in measuring the inclusiveness of a financial system, then w i = 1 for all i.
In this case, the ideal situation will be represented by the point I = (1, 1, 1) in the n-dimensional space and the formula for IFI will be IFI = 1- 
……
It can be seen that the value of the index takes value zero for no financial inclusion and unity for complete financial inclusion. Major advantage of this index is that it can be used to compare extent of financial inclusion at different level of aggregation and different point of time.
IV. SOURCES AND DESCRIPTION OF DATA
For the purpose of fulfilment of the objectives of the study, secondary sources of data have been used. For the assessment of the extent of financial inclusion at the state level, the relevant data on the number of bank offices, number of bank accounts, and amount in million has been taken which furnish state wise information for the year 2001 and 2014. The state wise population figures for the year 2011 are available from Census of India. The data on bank account, amount in (million) and offices has been taken from website of RBI on line available at www.rbi.org.com.
V. EMPIRICAL ANALYSIS
Following the classification used by ManidraSarma (2010), depending on the value of IFI, the state level has classified into three categories, namely, high financial inclusion, medium financial inclusion and low financial inclusion. 
VI. CONCLUSION
A number of studies have established a link between financial development and economic development. In a democratic country like India, where people are free to choose their occupations or means of earning, their livelihood, it necessitates that the fruits of financial development reach to the vast majority of our population, so that they can bring efficiency in their occupation. Although there are many dimensions of financial inclusion that are very important for growth and development of every country the present study has taken three dimensions for finding financial inclusion. The study has found that most of the states but not all have shown improvement in 2014 in comparison to 2001 and there are changes in rankings as well. 
